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We have considered your app l i ca t i on  f o r  recogni t ion of exempcisn 
from f e d e r a l  income t a x  a s  an organiza t ion  descr ibed i n  eec t ion  5 0 1 ; ~ )  
(3) of t h e  I n t e r n a l  Revenue Code of 1954. ( ,  

, . - 
It is ind ica ted  i n  your c o n s t i t u t i o n  t h a t  t h e  purpose of t h i s  

*******  Divis ion,  under t he  d i r e c t i o n  and sponeorahip of **  **** 
****** * * * * * * * *********  i e  t o  prrnnote and encourage the  use of 
horses  and horsemen i n  t he  enforcement of law and order  i n  t h e  county 
of ***  , s t a t e  of *******  , a s  d i r ec t ed  o r  request$d by t h e  She r i f f  of 
***   County. I 

The c o n e t i t u t i o n  provide8 f o r  a f u r t h e r  func t ion  of t h e  ******* 
Divieion t o  a c t  a s  a e o c i a l  o rganiza t ion  of ******* ****** * * * * * * ,  
and a s  such, conduct funct ione commonly p a r t i c i p a t e d  i n  by horsemen's 
c lubs.  Also, membership i n  t h e  *******  Divis ion epall be open t o  any 
person of good repute  who q u a l i f i e s  and is accepted by the  Board of 
Oi rec tors ,  and acceptab le  t o  t he  Sheriff% ~epar tmeGt  a s  a Deputy 
She r i f f  . 

Sect ion  501(c)(3) of t he  Code provides  f o r  t h e  exemption of 
I! corpora t ions ,  and any o the r  community ches t ,  fund, o r  foundation, 
organ'zed and operated exc lus ive ly  f o r  r e l i g i o u s ,  c h a r i t a b l e ,  s c i e n t i f i c , . . .  
o r  educa t iona l  purposes.. . " 

Sect ion  1 , 5 0 1 ( ~ ) ( 3 ) - 1  )f the  Incok,~ Tax Regulations e t a t e o  t h a t  f o r  
an organiza t ion  t o  b~ ~ x c m p l  under s e c t i o n  501(c)(3) of t h e  Code, i t  
must be, organized and operate  1 exc lue ive :~  i t ) l  on0 or mare purpoeee 
spec i f  l e d  i n  t h a t  sect ion.  ' I  * be organized properly,  an organiza t ion ' s  
r h a r t e r  o r  o t h c r  c r e a t i n g  document muet l i m i t  its purpoeee exc lue ive ly  
to  ona o r  more exempt a c t i v i t i e e .  I n  add i t i on ,  the  organiza t ion ' s  assets 
must b e  dedicated exc lus ive ly  t o  organiza t ions  i n  fur therance  of eec t ion  
501(c)(3) purposes i n  the  event of d i s so lu t ion .  

Revenue Ruling 60-384, 1960-2 C.B. 172, d i scusses  circumetancee under 
which a wholly-owned in s t rumen ta l i t y  of a l o c a l  government may qua1 i f  y 
f o r  axemption under s e c t i o n  501(c) (3) of t h e  Code.'! I n  s h o r t ,  t h e  r u l i n g  
holds  t h a t  an organiza t ion  mst ba a ~ p a r a t a l y  orgajiised and oparrlted, and 
' i t  must be s clear counterpar t  of a n  organiza t ion  descr ibed i n  nec t ion  



**** ****** ****** * *  ******* *******  

501(c)(3) of  t he  Code. An i n t e g r a l  p a r t  of a S t a t e  o r  l o c a l  govern- 
ment cannot q u a l i f y  f o ~  exemption under t h i s  t e s t ,  s ince :  The 
purposes of government and i ts  p a r t s  a r e  no t  exc lus ive ly  thoee mentioned 
i n  s e c t i o n  501(c)(3) of t h e  Code; and because t h e  enforcement powers 
and regula tory  powers of government e n t i t i e s  have no counterpar t  among 
exempt organiza t ions .  Thus, a school,  r ec rea t ion  c e n t e r  o r  h o s p i t a l ,  
which without  such powers m y  be  a c l e a r  counterpar t  r . i  an exempt e n t i t y ,  
s t i l l  cannot qua l i fy  f o r  recogni t ion  of exemption i f  i t  ' e  simply a 
p a r t  of government. On t h e  o t h e r  hand, the  sohool,  r ec rea t ion  cen t e r ,  o r  
h o a p i t a l  can be wholly-owned by a county o r  S t a t e ,  and tf i t  has  no govern- 
mental powers and is acparate1.y organized and operated,  i t  may q u a l i f y  f o r  
exemption under s ec t i on  501(c) (3) of t h e  Code. 

Based on the  information submitted, w e  conclude t h a t  * *  * * * * * * * 
******* ******   was e s t ab l i shed  and w i l l  be operated a s  a11 i n t e g r a l  p a r t  
of t h e  **** County government i n  t h a t  i t  serves  t 6  carryout  t he  
governmental func t ion  r e l a t i n g  t o  the  enforcement of law and order  i n  the  
county of ***  , *******  , a& d i r ec t ed  o r  requested by the  She r i f f  of **** 
Count... T ~ G  .-unty a c t e  i n  it# capac i ty  a s  an aghncy of t he  s t a t e  govern- 
-1 - 1  r a the r  t l a .  n an o r g a ~ ~ i z a c i o n  dLs t inc t  from the  s t a t e .  Fur thern~orr ,  
even 11 trtc C o n r t i t u t i u ~ .  ~ u b  . t c d  could be considered aa a proper enabl ing 
: 7-ument, i t  docs  no t  contain a c lduse l im i t i ng  y ~ u r  a c t i v i t i e s  t o  those 
r ia s f - r t b rd  i n  eect'nn 501(c)(3) o C  the  Code nor does i t  conta in  a c l ause  
p ~ ~ ~ p n r i y  dedica t ing  your oese te  upon d i s so lu t ion . ,  See sec t ion  1 . 5 0 1 ( ~ ) ( 3 ) - 1  . 
(I, of the  Income Tax Ragulat ,,ha. t 

You hevc t h e  r i g h t  t o  p r o t e s t  t h i s  r u l i n g  i f  you be l i eve  i t  is 
inco r r ec t .  To p t o t e e t ,  you should submit a f u l l  explanat ion of your 
reasoning. This s ta tement  must be submitted, i n  4up l i ca t e  wi th in  21 days 
f r ~ m  today and must be signed by one of your p r i n c i p a l  o f f i c e r e .  You 
a l s o  have a r5ght t o  a conference in t h i s  o f f i c e  a f t e r  your s ta tement  
is submitted. I f  you want a conference, you must request  i t  when you f i l e  
your p r o t e s t  statement,. When sending l e t t e r s  wigh respec t  t o  t h i s  case  
t o  t he  I n t e r n a l  Revekkue Serv ice ,  you w i l l  expedi te  t h e i r  r e c e i p t  by p lac ing  
the following symbols on the envelope: OP:E:EO:T;R:l, Room 6508. Thase 
symbole do not  r e f e r  t o  your case but  r a t h e r  t o  i ts loca t ion .  

I f  you do not  p r o t e r t  t l i ia  proposed r u l i n g  i/l a timely manner, i t  w i l l  
be coneidered by the  I n t e r n a l  Revenue Serv ice  c d  a f a i l u r e  t o  exhaust 
a v a i l a b l e  admin i s t r a t i ve  remedies. Sect ion 7428(b)(2) of t he  I n t e r n a l  
Revenue Code, provides,  i n  p a r t ,  t h a t ,  "A dec la ra torv  judgment or  decree 
under t h i s  s ec t i on  s h a l l  no t  be iseued i n  any proceeding un le s s  t he  Tax 
Court,  t he  Court of Claims, o r  the  d i s t , r i c t  c o u r t  of t h e  United S t a t e s  f o r  
the  D i s t r i c t  of Columbia determines t h a t  thekbrgsh$.eation involved has  
enjausted admin i s t r a t i ve  remedies a v a i l a b l e  t o  i t i w i t h i n  t h e  I n t e r n a l  
Revenue Service." I\ 



*********** ****** * ******* ****  **  

If we do not hear f r . m  you within 21 duyr, t h i s  rul ing v i l l  
become f i n a l  and copier t r i l l  be forwarded t o  the  P i r t r i c t  Director, 
In te rna l  Revenue Service., U. 8. Po. t Off i c e  and Courthoure Building, 
Detroit ,  Michigan 48226. Thereafter, any quertionr about your f a d r r ~ ~ l  
income tax  s t a t u s  o r  the ' f i l i ng  of tax re turns  rhould be a addtarred to  
tha t  o f f i ce .  Also, the appropriate s t a t e  o f f i c i a l r  w i l l  be notif iet i  
of this  action i n  accordance with cection. 6104(c) of the Code. 

S incerrly yourr , 

Chief, Ruling8 Sect ion 
Ex8-t Orgmirations 

Technical Branch . . 


